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REPEALING REQUIREMENT TO REPORT THE NUMBER 
OF PENALTY ENVELOPES AND WRAPPERS 





TUESDAY, JUNE 7, 1955 


House oF REPRESENTATIVES, 
SUBCOMMITTEE OF THE COMMITTEE ON 
Post Orrick AND Civin SERVICE, 
Washington, dD. 

The subcommittee met at 10 a. m., pursuant to call, in room 203, 
Old House Office Building, Hon. Dante B. Fascell presiding. 

Mr. Fascetyi. The subcommittee will now come to order. 

This subcommittee, consisting of Congressmen Moss, Tumulty, 
Harden, Henderson, and myself as chairman, was appointed to 
consider H. R. 5856, a bill to repeal the requirement for heads of 
departments and agencies to report to the Postmaster General the 
number of penalty envelopes and wrappers on hand at the close of 
each fiscal year 


(H. R. 5856 follows:) 


[H. R. 5856, 84th Cong., Ist sess.] 


A BILL To repeal the requirement for heads of departments and agencies to report to the Postmaster 
General the number of penalty envelopes and wrappers on hand at the close of each fiscal year 


Be it enacted by the Senate and House of Represent alives of the United States of 
America in Congress assembled, That section 301 of the Penalty Mail Act of 1948, 
as amended (62 Stat. 1048; 39 U.S. C., see. 321i), is hereby amended by striking 
out the second sentence thereof. 

Mr. Fascexu. This legislation was introduced by Chairman Murray 
of our committee at the request of the Post Office Department. T he 
purpose is to eliminate unnecessary paperwork in government. 

The Penalty Mail Act of 1948 requires, among other things, that 
Government agencies using the penalty mail privileges make an 
accounting for penalty envelopes, wrappers, and so forth which they 
have on hand at the end of each fiscal year. This requirement now 
serves no useful purpose because of the enactment of Public Law 286, 
73d Congress. Public Law 286 requires Government agencies to pay 
to the Post Office Department amounts equivalent to the postage 

| which normally would be changeable to the penalty mail they use. 

The Post Office Department reports that there are ade ‘quate Means 

for obtaining needed information on penalty materials without going 
| to the expense of the accounting which this legislation will eliminate. 
The Bureau ot the Budget also approves. 

We have with us this morning Assistant Postmaster General Albert 
J. Robertson, accompanied by Mr. Louis J. Doyle, Associate Solicitor, 
and Mr. J. Harold Marks, finance officer, of the Post Office Depart- 
ment staff. 
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We will be glad to have a statement from you and your staff, 
General Robertson. 


STATEMENT OF ALBERT J. ROBERTSON, ASSISTANT POST- 
MASTER GENERAL AND CONTROLLER; ACCOMPANIED BY 
J. HAROLD MARKS, FINANCE OFFICER, BUREAU OF FINANCE, 
AND LOUIS J. DOYLE, ASSOCIATE SOLICITOR, OFFICE OF THE 
SOLICITOR, POST OFFICE DEPARTMENT, WASHINGTON, D. C. 


Mr. Rosertson. Mr. Chairman, reimbursement for penalty mail 
is an advantage to both the Post Office and the Government. Not 
only is it good “business practice, but it helps counteract the allegation 
that much of the postal deficit is due to free Government mailings and 
it also results in the use of more care in mailing on the part of Govern- 
ment departments and agencies. 

The cost, however, of computing the amount of reimbursement has 
been criticized as being excessive and the purpose of H. R. 5856 is to 
eliminate a procedure which we consider no longer necessary. In its 
place we can negotiate with each department and agency separately, 
tailoring a method of determining reimbursement to its organization 
and needs. My associates will, if you wish, testify in detail on this 
subject. 

Mr. Fasceiyi. Thank you, General. We appreciate your coming to 
the meeting this morning. 

We will hear from Mr. Louis J. Doyle. 

Mr. Doyie. Mr. Chairman, I am sure that what you are interested 
in is how this will work and how it has worked in the past. Mr. Marks 
is the one who will be able to explain that to you. 

The only thing I would care to do now is have made a part of the 
record of this hearing the letter signed by the Acting Postmaster 
General Charles R. Hook, Jr., to Speaker Rayburn, dated April 18, 
1955, with which there was transmitted a proposed piece of legislation 
now embodied in this bill. 

Mr. Fascety. Very well. We will receive the letter and enter it in 
the record. 

(The letter referred to follows: ) 


OFFICE OF THE PosTMASTER GENERAL, 
Washington 25, D. C., April 18, 1955. 
Hon. Sam Raysurn, 
S peaker of the House of Re presentatives. 

Dear Mr. Speaker: Transmitted herewith, for consideration by the Congress, 
is proposed legislation to repeal the requirement for heads of departments and 
agencies to report to the Postmaster General the number of penalty envelopes 
and wrappers on hand at the close of each fiscal year. 

Pursuant to section 301 of the Penalty Mail Act of 1948, as amended, all penalty 
mail envelopes, wrappers, labels, cards, and other articles, bearing the penalty 
mail indicia must be ‘‘procured or accounted for through the Postmaster General 
under such regulations as he shall prescribe.”’ In addition, this section also pro- 
vides that the Post Office Department be reimbursed for penalty mailings by the 
departments, agencies, and establishments of the Government. However, the 
second sentence of this section, which sentence is proposed to be repealed, pro- 
vides: 

“The head of each such department, agency, establishment, or other organiza- 
tion, or each such person, shall submit to the Postmaster General within sixty 
days after the close of each fiscal year a statement showing the number of enve- 
lopes, labels, wrappers, cards, and other articles bearing such indicia on hand at 
the close of such fiscal year.” 


\ 
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Compliance with the requirements of this sentence of the law results in con- 
siderable unnecessary expense to the departments and agencies of the Government 
using penalty envelopes. The recent report on paperwork management released 
by the Hoover Commission states that agencies are spending almost $3,800,000 
annually to develop usage figures. In view of the provision for reimbursement, 
no need is now seen for continuing this requirement of law 

If the attached legislative proposal is enacted, the Post Office has adequate 
alternate sources and methods to secure reliable information. For example, 
reimbursements can be based on bulk purchases of new envelopes by permitting 
the present inventory to remain as a working stock. In many cases, usage can 
be satisfactorily computed by observing the mailing pattern of the agency for a 
short sampling period. In other cases, the number of envelopes used annually is 
so constant that a fixed reimbursement could be negotiated in advance. 

The enactment of the attached proposal will practically eliminate computation 
costs and will relieve the departments and agencies of the Government of the 
expense of an inventory count which has been imposed on them since 1948 and 
which is scheduled again for June 30 of this year. 

It is believed that the legislative proposal transmitted herewith will accomplish 
the purpose desired, and this Department urges its early enactment. 

The Bureau of the Budget has advised that there would be no objection to 
the submission of this legislative proposal to Congress. 

Sincerely yours, 
CuaRLes R. Hook, Jr., 
Acting Postmaster General. 

Mr. Doyie. Mr. Marks will be able to tell you bow this plan has 
worked over the past and what we can do in the future under this 
proposed legislation. 

Mr. Fascuuy. We will now hear from Mr. J. Harold Marks. 

Mr. Marks. The reimbursement at the present time is determined 
in several ways. In some instances the concern or the agency involved 
reimburses at the rate of 3 cents for a regular letter and 9 cents for 
a large-size letter. They also have to individually pay postage on 
airmail, special delivery, and other special services because it isn’t 
in the negotiated or standard rate. 

Some agencies, however, such as Department of Defense, did 
negotiate a standard rate based upon a sampling of 3.75 cents per 
item. That avoided the problem of separating the large mailings 
from the smaller mailings in size. 

Basically the background for determining the mailings is inventory 
of envelopes. When they buy envelopes or other indicia for penalty 
mailings, they send a copy of their purchase order to the Post Office 
Department and then at the end of each vear they give us a statement 
showing the number of envelopes and tags and cards and other indicia 
they had at the beginning of the year, the number purchased, and 
then what they have on hand now, the difference, of course, between 
those figures being the use. : 

But to that use they have to adjust for nonmailings where a certain 
number are spoiled in addressing and also where because of relocation 
of certain centers or discontinuance of certain operations some 
envelopes become obsolete insofar as the return card is concerned, 
and they destroy those. 

Mr. Fasceii. An agency purchases its envelopes from the outside? 

Mr. Marks. Yes. 

Mr. Fasceuyt. And is authorized by law to carry an indication on 
the envelope that no postage is required and that it is used for the 
United States Government and any other use would be penalized. 

Mr. Marks. That is right. 

Mr. Fascei. That is what you are talking about? 
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Mr. Marks. That is right. 

Mr. Fasceiyi. Then they reimburse the Post Office Department for 
the mailings. 

Mr. Marks. That is right. 

Mr. Fasceii. The Post Office Department then has to check to 
determine how much they actually mailed. 

Mr. Marks. We accept their statement as to their inventory con- 
dition, procurement, and present inventory condition. 

Mr. Fasceiti. The purpose of that system is to eliminate the neces- 
sitv of them expending cash to buy stamps? 

Mr. Marks. That is right. These agencies by that means are 
riving us some measure of control on their mailings, the number of 
indicia used times the figure should approximate somewhat near what 
they are paying. However, there are differences in rates and it isn’t 
an obeibats control and was never intended to be such. We don’t 
operate that way. 

Mr. Fasceii. Under the present law, the various agencies are re- 
quired to report to you, or rather to the Post Office Department, 
within 60 days after the close of the fiscal year’ 

Mr. Marks. That is right. 

Mr. Fasceii. And that report is at the present time the basis by 
which the agency will reimburse the Post Office Department; is that 
correct? 

Mr. Marks. They reimburse in part on that and in part on records 
they maintain of the mailings, because they have to keep track of 
spoils and destroyed envelopes and indicia. 

Mr. Fasceti. H. R. 5856 would eliminate the provision in the 
present law requiring agencies to make these annual reports? 

Mr. Marks. That is right. 

Mr. Fasceti. You are going to tell us now the method by which 
the Past Office Department will still maintain adequate control for 
reimbursement, and eliminate the obvious time and energy and effort 
and money that would go into making up these reports by each 
agency: ? 

_ Mr. Marks. That is right. In the large agency the problem of 

etting an inventory at the end of the vear at each of the points of 
maintenance of record or supply depot is very expensive and they also 
claim that the errors, correcting the obvious errors which they them- 
selves can see is expensive. What we have in mind is several methods. 
One would be what would be called procurement only, where you 
have a somewhat standard inventory condition and they buy just to 
fill their needs. We would consider the inventory on hand as standard 
and they would pay strictly on the basis of what procurement was 
made during the year. 

Mr. Fascetu. In that example would there, or could there, be an 
allowance for spoilage? 

Mr. Marks. Yes; in other words, once again they would just say 
we had a peculiar condition involving one of our branches which was 
discontinued and they had approximately 10,000 envelopes that we 
destroyed because they were no longer useful to us. That would 
apply there. 

We would take merely the procurement report as the base for the 
reimbursement and would accept any conditions which they would 
develop to show us the reduction. 
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Mr. Fascetut. Would the procurement report in the example you 
cited, and the spoilage report, come under the signature of the respon- 
sible official of the agency itself? 

Mr. Marks. The procurement reports are really copies of the 
purchase orders. 

Mr. Fascett. What I am getting at is: I would assume that the 
Post Office Department would have in its files sufficient evidence to 
back up its reimbursement and that it would probably come either 
from the head of the agency or somebody delegated by him to submit 
the procurement report or spoilage report or both. 

Mr. Marks. Each agency has an employee delegated as liaison or 

contact man between the Post Office Department and the agency for 

the negotiating and reporting. We have their names on file and we 
negotiate with them and we accept that—I guess the head of the 
agency signs the report. 

Mr. Fasceii. You would cover that by regulation? 

Mr. Marks. Yes, we would. 

Now, another way of reimbursement would be to accept the budget 
estimate of the agency as to what their use is going to be during the 
following year. We would accept their budget estimate and have the 
reimbursement based on that. Once again depending if unusual 
circumstances arose there would be an adjustment in the amount of 
reimbursement. 

Another method of negotiating would be to take periodic samplings. 
The agencies would sample their mailings from time to time and find 
out the number of pieces mailed, multiply it by whatever period factor 
is involved. 

Mr. Fascetu. Day or week. 

Mr. Marks. Yes; and from that they would mate their reimburse- 
ment to us. Any or all of those methods will be used and in some 

ases it would depend entirely upon the agencies’ own needs and 
organization structure as to which would be best suited to them, and 
reduce their cost to a minimum. 

Now, from the standpoint of what you might call control of this 
from the Post Office Department, we make periodic samplings by 
costs ascertainment methods and we would count the mail from those 
various agencies 4 weeks out of each year. We pick 1 week in each 
quarter and from the count of those mailings during that time we 
would be able to project it on to an annual basis. 

Of course we are not looking for complete accuracy. What we are 
looking for is control by approximation. If we had any reason to 
feel that there was a sizable or unreasonable difference between our 
developed figures and the agency’s reported mailings, we would then 
have to go and negotiate further with them or examine their operations, 
procurement, and possibly make even further tests in order to develop 
the difference. 

We are also considering a negotiated rate rather than individual 
rates. One of the problems for the other agencies is the matter of a 
different rate on airmail as against ordinary mail and just as now, we 
have a negotiated rate with certain agencies where they would pay an 
average rate for all mailings, large and small, we could do the same 
thing for the ordinary letter mail and also for the airmail by setting a 
negotiated rate by determining what percentage of their mailings were 
for transmittal by air. We might come up with 3.8 for the cost of 
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each mailing and it wouldn’t be necessary to distinguish between letter 
mail and airmail in their records and controls. 

Now, the big advantage we believe that will accrue to the Govern- 
ment in this against any other method of computing reimbursement 
is that it will eliminate the possibility of having mail delayed because 
there is insufficient postage on it. If the agencies would go into a 
procedure of individual rating and affixing postage, it would mean that 
in addition to the agency cost, there would be also the cost and the 
delay involved in verification at the mailing office and a return to the 
agency in those cases where the postage was insufficient. Or worse, 
yet, the situation where insufficiently prepaid mail would be delivered 
to an addressee and he would be charged postage due. I don’t think 
anybody would like the prospect of getting a letter from the Govern- 
ment and having to pay for the receipt of it. 

Mr. Fasceu. It is a happy thought but I don’t think the people 
would go for it. 

Mr. Marks. That is right. So we feel that the penalty privilege 
has the advantage all the way through the Government—to the other 
agencies, to the Post Office, and to the Government overall or as a 
whole. 

Mr. Fasce.yi. Do you have any figures which would give us some 
idea as to what the total postage bill is? How big a problem is this 
thing? 

Mr. Marks. The amount of money received from penalty mailings 
last vear was $33,576,000 in round figures, and this accounted for 
penalty mailings of 1,296,489,000 pieces. That, incidentally, shows 

decrease from the previous year’s penalty mailings of about 10 
percent when they amounted to 1,442,879,000. 

Mr. Fasce.u. Relatively speaking, these figures that you quoted 
us on amount of money and amounts of mailings, is that small, large 
fair, or what? 

Mr. Marks. The amount of reimbursement is very good in com- 
parison with our expenditures. Our cost ascertainment, for example, 
showed that the cost of handling penalty mail was $38,463,000. We 
recovered $33,576,000. 

Mr. Fasce.i. | got confused on the figures. What did you say 
your cost ascertainment figure was? 

Mr. Marks. That is the cost, taking all the costs of handling the 
mail. 

Mr. FasceitL. How much was that? 

Mr. Marks. $38,463,000. Our recovery by means of reimburse- 
ment was $33,576,000. There is some difference because of the 
penalty mailing being a developed figure and not actual. 

Mr. Fascexu. In other words, the difference of the $5 million is 
not a true indication of any loss particularly. 

Mr. Marks. No; there are some mailings which are not subject to 
reimbursement. This does not include franked mail. 

Mr. Fasceiy. How about getting in the record a very short dis- 
tinction between franked mail and what we are talking about here 

Mr. Marks. Penalty mail is a mail bearing indicia reading sub- 
stantially as follows: ‘Penalty for private use to avoid payment of 
postage $300.’ 

Franked mail on the other hand is mail which bears the signature 
indicia of some Member of Congress or other person authorized | 
send franked mail. 
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Mr. Fascetu. Franked mail of course is not reimbursable. 

Mr. Marks. Yes; it is. Franked mail is reimbursable. 

Mr. Jounson. Franked mail is paid for in a lump-sum appropria- 
tion. There is no separation as to individual Members of Congress. 

Mr. Fascetu. That is the point I wanted to get in the record. 

Proceed, Mr. Marks. 

Mr. Marks. Well, we have in effect exercised control even in the 
past over the inventory reports and once again we realized that we 
couldn’t come to a fineness of accuracy. 

According to our cost-ascertainment reports, the mailings of the 
other Government agencies under penalty amounted to 1,296 million 
pieces. According to our control figures, which each agency reported 
to us from inventory condition, it was 1,188 million pieces. But 
that breaks down into mailings by some agencies which are not 
required to reimburse and also that some mailings were going out 
under penalty of the Government Printing Office which should be 
going out under frank, but because of the procedure it was more eco- 
nomical for them to send it under penalty. There has been an 
adjustment in that figure. 

Mr. Fascetu. The difference in the figures that you have quoted 
there of 108 million, is that significant or is it actually not material? 

Mr. Marks. We think it is reasonable. We think in any type of 
sampling or control, in view of the extraneous conditions that are 
present there, we believe it shows that we have a reasonable control 
on the accuracy of the mailings. Over and above all we are trying 
to show that we are not trying to get complete accuracy in this rein- 
bursement as we consider it a matter of you might say within the 
family adjustment of cost and expenditure. 

Mr. Fasceu. One of the questions I am sure will arise at this 
point is: Why wouldn’t it be better to require these agencies to 
acually purchase whatever mailing requirements they need in the way 
of stamps or other services? 

Mr. Marks. The cost to them in individually affixing postage 
would be very high. It would be not only a matter of individually 
rating each piece, fixing the postage, there would be the problems in- 
volved where they don’t rate the correct amount and where it would 
be returned to them for additional postage or as previously said where 
it would go forward to the addressee and would have to be paid 
postage due. 

Mr. Fascetu. In other words, it is your expert opinion, based on 
your work, that in order to achieve absolute accuracy on this 108 
million pieces differential the cost to the Government would be far 
greater than it would be to use a method which is presently in use. 

- Marks. Yes; and of course ours is on a sampling, 4 times a 
year, 1 week duration, and we use it just as a sampling control. 

Mr. Fascety. Then, as I understand your testimony, if this bill is 
enacted into law you can keep as good a control or better than you 
have under the present system which you have just pointed out with 
these figures? 

Mr. Marks. We feel we can keep as good control as we presently 
have by negotiating with the individual agencies and working out 
what will be mutually satisfactory as an arrangement. 

Mr. Fascetu. Is that opinion based on any 

Mr. Marks. It is based on negotiations we have already had. We 
have been in discussion with the Navy Department, and with them 
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we have worked out the budget method. We have also been in dis- 
cussion with Health, Education, and Welfare, and Library of Con- 
rress, and several others. 

Mr. Fasceuu. In other words, you have made sufficient investiga- 
tion to be able to tell this committee that if this bill is enacted into 

law vou will have a control which is as good as under the present sys- 
tem or better, and with considerable saving to the Government. 

Mr. Marks. Not only that, I can also say that the other agencies 
are very happy to hear that we will be able to negotiate and work out 
the problem individually with them rather than as a single package 
which might not meet their organizational structure and needs. 
Every agency that we have contacted so far, 12 or 13, has indicated 
very hi appy reac tion to the suggestion. 

Mr. Fascety. No agency has objec ‘ted to this proposal? 

Mr. Marks. None. 

Mr. Fasceiit. Do you have any figures which would give to this 
committee an approximation on savings, administrative savings, if this 
new plan is adopted. 

Mr. Marks. The cost has been estimated as 3.8 million. That 
would be the potential but of course there will be some cost involved 
in any type of control that the agency will exercise and they will have 
to exercise some for their own budget requirements and for historical 
and other requirements that they have to meet. 

Mr. Fasceuu. In other words, there will be a saving between what 
it now costs the individual agencies to administer the law and what it 
would cost the Post Office Department to administer the new law. 

Mr. Marks. Yes; there will be a saving. 

Mr. Fascetu. You estimate that will be a saving of several million 
dollars in administrative cost? 

Mr. Rosertson. May I say something there? The estimate of 
the cost of this inventory is $3,800,000. That is eliminated. That 
$3,800,000 will be saved. In its place there will have to be some sort 
of an elementary bookkeeping but it shouldn’t anywhere nearly 
amount to that. 

Mr. Fasceiu. That is within the agency itself. 

Mr. Rosprertson. Yes. 

Mr. Fascetn. There will be administrative work within the agency 
but not as complicated or expensive as presently. 

Mr. Ronertson. No; not nearly as expensive as buying and affixing 
postage stamps. That is an expensive item where it is projected into 
a very large mailing, the time that is consumed in putting on postage 
stamps or in using meters. So that would be saved. 

Mr. Fasceuu. If this bill is enacted into law, would it impose any 
additional administrative burden upon the Post Office Department? 

Mr. Marks. No additional burden. We make our cost ascertain- 
ment now four times a year. We would continue to do the same thing 
and we would be a little finer in our analysis of our cost ascertainment, 
of course. 

Mr. Fascetu. Mrs. Harden, do you have any questions? 

Mrs. Harpen. I haven’t any, Mr. Chairman, at this time. 

Mr. Fascetu. Mr. Henderson? 

Mr. Henperson. I think not. I think Mr. Marks has answered 
most of the questions. He anticipated most of my questions, as did 
the questions that you raised. A good many of them were questions 
that I would have raised. 
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Mr. Fasceuy. Is there any further statement that any of you 
gentlemen wish to make at this time? 

Mr. Jounson. Could I ask two questions of Mr. Marks? 

Mr. Fasceiu. Yes. 

Mr. Jounson. Is this within the framework of the Post Office 
Department financial and control act? 

By that, you would assume this has the approval of the ¢ ‘omptroller 
General of the United States as to the procedure for costing? 

Mr. Marks. That is right. 

Mr. Jonnson. The other is not a question, but give credit to our 
Post Office and Civil Service Committee. Mr. Marks mentioned 
there was a reduction in the volume of mailing by the agencies 
Last year when this committee was considering H. R. 6281, which 
became Public Law 286 requiring reimbursement to the Post Office 
Department for penalty and franked mail, the estimate was $34 
million or $35 million as the annual value of penalty mail. There 
has been, has there not, approximately a 10-percent reduction in 
penalty mail? 

Mr. Marks. That is right. 

Mr. Jounson. Would it be fair to say a large part of that is attrib- 
utable to the enactment of Public Law 286 which requires the depart- 
ments and agencies to more carefully police their use of the mailing 
privilege? 

Mr. Marks. Yes; I think sO, because when you have to pay ior 
juice you are more careful about turning out vour lights. 

Mr. Jonnson. I wanted to point out that one of the objectives of 
the committee in enacting this legislation is paving off. 

Mr. Henperson. Is there anything in this legislation here proposed 
that would in any way be termed a lever to be used upon departments 
in the use of their mailing or are they going to be just as free to control 
their own mailings as in the past? 

Mr. Marks. They will be as free to control their own mailings. 
Whatever mailings they want to make they may make. If they mail 
in excess of their budge ‘t and our control figure s develop that fact, we 
will go to them and require a larger budget the next year and then 
they will have to justify it to the Congress and so in effect the control 
would be that they couldn’t be spendthrifts in their mailing habits. 

Mr. Henperson. You may have answered this. Have you re- 
ceived any objection from any departments of the Government con- 
cerning this proposal? 

Mr. Marks. None at all. 

Mr. Fasceiu. Well, gentlemen, that concludes the hearing. We 
certainly appreciate your coming down. 

(Whereupon, at 10:40 a. m., the committee was recessed, subject 
to call.) 











